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COSTA RICA: 


KEY ECONOMIC INDICATORS 


(Money values in millions of U.S. Dollars, except as noted) 


1983 


Income, Production and Employment 


GDP at current prices 126,337 
(millions colones) 

GDP at constant 1966 
(millions colones) 

GDP at current prices 
Exchange rate: colones 

per U.S. Dollar (year- 

end) - IMF Weighted Average 
Per Capita Income (dollars) 1,302 
Population (000) 2,360 
Labor Force (000;March) $12.5 
Unemployment rate (March 9.0% 


8,948 


3,075 
41.09 


Money and Prices 

Money Supply (M)) year-end 
Interest rates to industry 
year-end rate) 

Wholesale price index change 


547.1 
25.5% 


(1978=100) 
Retail price index change 


(1975=100) 


Balance of Payments and Trade 
Net International Reserves 


Current Account Balance 
External Public Debt 3,369.8 
Annual Debt Service 405.3 
Debt Service Ration to exports 46.5% 
Exports (FOB) 870.4 
U.S. 386.5 
CACM 187.2 
Imports (CIF) 993.5 
U.S. 378.5 
CACM 117.5 


-114.9 
-334.4 


Central Government Budget 
Current Expenditures 


Current Surplus or 
Deficit 

Fixed Capital Formation 
Other Capital 
Expenditures 

Capital Transfers 


Overall Deficit 


502.2 
19.0 


Est. 


1984 


150,140 


9,400 


3,372 
44.53 


1,396 
2,415.2 
835.3 
7.8% 


586.0 
23.5% 


12.2% 


17.3% 


-94.6 
-376 
3,531.6 
461.7 
48.2% 
957.7 
472.5 
172.3 
1,093.8 
421.7 
113.6 


586.1 
20.4 


82.2 
oer 


33.2 


Change 


83/84 


18.8% 
5.5% 


9.7% 
8.4% 


7.2% 
2.3% 
2.8% 


21.5% 
-12.4% 
4.8% 
13.9% 


10.0% 
22.0% 
-8.1% 
10.0% 
11.0% 
-3.4% 


Proj. 
1985 


177,000 


9,760 


3,540 


1,352 
2,470.7 
858.7 
6.2% 


615.0 
26.5% 


12.0% 


16.0% 





SUMMARY 


The GOCR was generally successful in continuing its economic 
stabilization program during 1984, although extended negotiations 
for external funding, particularly from the International Monetary 
Fund (IMF) and World Bank, complicated efforts to change the 
economy's structure and prolonged dependence on local markets tor 
growth instead of the export market. The major developments of 1984 
were: 


- Real gross domestic product (GDP) grew 5.5 percent, due 
principally to a surge in domestic demand, which in turn was fueled 
by expansionary monetary and wage policies registered in late 1983 
and early 1984. 


- Total exports increased by 10 percent, with both traditional and 
non-traditional products enjoying good gains. Banana exports were 
curbed somewhat by a prolonged banana workers' strike, begun in 
mid-1984. 


- The Costa Rican Government (GOCR) fiscal policy sought to narrow 
the budget deficit by increasing revenues at a faster rate than 
expenditures. The 1984 central government budget deficit was 
estimated at 3.1 percent of GDP. 


- GOCR monetary policy first expanded then contracted money and 
credit, yielding moderate growth in both for the year. Credit to 
the public sector dwindled while credit to the private sector 
expanded about 19 percent. 


- Inflation remained moderate at 16 percent while unemployment was 
reduced to 6.7 percent and salaries increased nominally by 2U to 25 
percent 


- The Central Bank continued its policy of periodic devaluation of 
the colon, resulting in a 10 percent cumulative devaluation to 
C48:$1. 


Economic growth in 1985 is not likely to approach the levels 
registered in 1984. However, the GOCR has pursued the measures 
necessary for continued economic stability and it is expected that 
the general trend towards medium term recovery will be maintained. 
The following developments have been obtained or are expected for 
1985: 


- GDP should grow 2.5 to 3.5 percent, with growth in most sectors, 
particularly industry and construction. 


- GOCR will obtain an agreement with the World Bank for a | 
structural adjustment loan, to complement existing agreements with 
the IMF, USAID and the commercial banks. 





- GOCR public sector deficit will be reduced to 1.5 percent of GDP 
in accordance with the IMF stabilization program, although tax 
receipts are expected to rise by about 20 percent. 


- The mini-devaluations begun in 1984 will continue, bringing a 10 
percent cumulative devaluation by year's end. 


NATIONAL PRODUCTION AND ECONOMY 


The Costa Rican real gross domestic product (GDP) registered an 
estimated 5.5 percent rise to 9.44 billion colones (constant 1966), 
continuing the positive GDP growth begun in 1983. Current GDP grew 
by 18.8 percent to 150 billion colones (the dollar equivalent 
expanded 9.7 percent to approximately $3,372). This unexpectedly 
strong GDP growth was led by an estimated 8.5 percent production 
increase in the industrial sector, which accounted for Zl percent of 
total GDP. Significant gains were registered also by agriculture 

(5 percent), commerce (7.6 percent) and construction (18.4 

percent). A series of favorable factors, including a sharp increase 
in internal demand, good weather, and government investment in 
infrastructure projects contributed to the outcome. The increase in 
domestic demand continued an upturn begun in late 1983, and was 
occasioned by salary increases, a temporary expansion of credit, and 
reduced inflation. The industrial sector, given its significant 
idle capacity, was able to respond guickly to the increased demand 
and reverse two years of negative growth (-14.9 percent in 1982 and 
-1.8 percent in 1983). The most significant increase was shown in 
the first half of 1984, continuing the upturn of the last quarter of 
1983. 


Increases in agriculture were fueled not only by increases in all of 
the traditional as well as non-traditional products. ‘The impact of 
the banana strike, which lasted from July to October, 1984 was 
mitigated to a large degree in 1984 by increased production in areas 
unaffected by the strike. The GDP increase in the ,overnment 
sector, although the smallest at 0.5 percent, was concentrated on 
investment in infrastructure, which gave a significant boost to the 
small construction sector. 


1985 GDP growth is not expected to match that of 1984, with 
estimates running from 2.5 to 3.5 percent. Several factors are 
expected to slow GDP growth this year, including GOCR fiscal and 
monetary measures designed to slow internal demand, an abrupt 
reduction in trade with the Central American Common Market, and a 
slowdown in salary increases. Some growth is expected in most 
sectors, however, once again principally in industry and 
construction and possibly in agriculture. Industrial output had 
been expected to increase approximately 6 percent in 1985, but it 
is not likely that this mark will be reached given recent Central 
Bank restrictions on Central American trade. Revised estimates for 





increased industrial production are now at 3 - 4 percent. ‘he much 
smaller construction sector had been expecting a 10 percent increase 
in production. It is possible that this growth will be realized, as 
available albeit indirect, indices through March shows the sector's 
performance exceeding that of the comparable period last year. No 
growth is anticipated for the agricultural sector during 1985, due 
to the closure of the United Brands' Pacific coast banana 
plantations, hurricane damage to the Atlantic coast plantations, and 
a cyclical downturn in coffee production. 


BALANCE OF PAYMENTS 


Principal factors contributing to the balance-of-paywents deficit in 
1984 were the delay in reaching agreement with international 
financial institutions (reflected in a decline of 34 percent in the 
capital account), a decline in private capital inflows of 24 
percent, and the continuation of a highly unfavorable balance on 
current account. Details are provided in the table below. 


The 1985 balance-of-payments situation outlined in the table 
essentially hinges on successful adherence to the parameters of the 
agreements reached with the IMF, World Bank, USAID and commercial 
banks (see below, External Finance and Debt). The projected 84 
percent increase in official capital flows to an estimated $317 
million is by far the largest. Although trade data is scarce, it 
appears that the imbalance in trade may be reduced, as exports 
appear to be up slightly and imports, notably from Central America, 
appear to be declining somewhat. Despite a projected 60 percent 
increase in debt service, it is estimated that Costa Rica's net 
international reserve position will improve significantly in 1965. 


INTERNATIONAL TRADE 


Costa Rican exports increased by about 10 percent to 957.7 million 
during 1984. Export gains were reported for both traditional and 
non-traditional products. Traditional exports (coffee, bananas, 
meat, sugar) increased 1l percent to $575.5 million, principally due 
to an increase in coffee earnings. Favorable weather, improved 
cultivation practices, and GOCR assistance to combat coffee rust all 
contributed to make the 1984/1985 crop a record one. Prices and 
production both rose in 1984, yielding $263.4 million in revenues 
from coffee sales, up $33.4 million (14 percent) over 1983. 


Banana exports in 1984 remained essentially unchanged from 1983, 
increasing only approximately $1 million to $235 million, as a 
slight drop in prices was offset by a slight increase in volume. 
Prospects for increased banana exports in 1984 were significantly 
affected because of the extended banana strike by banana workers 
begun in July of that year. It was estimated that exports were cut 
approximately $15 million, workers' salaries approximately 





$1.2 million and GOCR tax revenues about $1 million due to the 
strike. Beef production, still recovering from the 19.2 drought, 
nevertheless increased, with receipts rising from $30 million to $48 
million, with a 4 percent price decline offset by a 58 percent 
increase in production. Sugar exports are up 22 percent to $29.1 
million, although average unit prices dropped by a similar degree. 


Non-traditional exports grew by 8.4 percent to $382 million during 
1984, with industrial products comprising the bulk of those exports 
($320 million), and agricultural products just a fraction ($62.2 
Million). Simultaneously, patterns of trade with the Central 
American Common Market (CACM) were changing. Trade with the CACM 
declined 8 percent to $172 million in 1984, given the continuing 
payments problems affecting all the CACM countries. Exports outside 
of the CACM increased to $21U million, up nearly 27 percent over the 
previous year's total. 


The increase in internal demand also translated into a 10 percent 
rise in imports to $1,093 million during 1984. Imports of capital 
goods increased significantly during 1984, rising about $59 million 
to $211 million. (Disaggregated details regarding this category are 
not available.) Approximately $636 million of imports went for raw 
materials and inputs and another $247.5 million in consumer goods 
and other imports. The trade balance deficit thus widened about 

10 percent from $123 million to $136.1 million. 


Exports are projected to increase by 4 percent during 1985 to $993.8 
million. While traditional exports are expected to drop about 

3 percent to $562 million due to reduced banana exports, it is 
anticipated that non-traditional exports will supply the majority of 
export growth ($432 million for 1985, up 13 percent and $49 willion 
over 1984). Prominent non-traditional exports include cut flowers, 
ornamental plants, and exotic nuts and spices. Recent data 
indicate, however, that despite the cyclical downturn, coffee 
exports may outpace anticipated levels in 1985, as exports through 
June are running 15 percent higher than for the same period in 1984, 
and could add up to $30 million in additional exports, pushing total 
coffee earnings up to about $305 - 310 million. 


Imports, meanwhile, should rise about 3 percent to $1.2 billion, 
despite GOCR measures to cut the trade imbalance, as Costa Rican 
industry remains dependent on imported inputs. 





COSTA RICA 
BALANCE OF PAYMENTS 
1983-1985 
(millions of dollars) 


Est. Projected 
1983 1984 1985 


Current Account -334.4 -376.0 -338.0 


A. MERCHANDISE TRADE -123.0 -136.1 132.0 
1. - Exports 870.2 957.7 994.0 
2. - Imports -993.2 -1,093.8 -1,126.0 


SERVICES -242.7 -278.0 -246.0 

1. <- Non-Factor 101.9 92.9 110.0 
Services 

2. - Investment -344.6 -370.9 -356.0 
Income 


a. Private Profit 6.7 -18.3 -14.0 
Interest 

b. Official -351.3 -352.6 -342.0 
Interest 
(paid) (311.3) (-272.3) - 
(unpaid) (-40.0) (-80.3) - 


C. TRANSFERS 31.2 38.1 40 


II. CAPITAL ACCOUNT 389.4 258.6 
A. Private Capital 112.7 86.2 
and Errors and Omissions 
B. Official Capital 276.7 172.4 


- Gross disbursements 339.7 295.7 
2. Official debt relief 186.0 140.6 
3. Amortization and -249.0 -263.9 

Other 


III. OVERALL BALANCE 55.0 -177.4 


IV. COMPENSATORY ACCOUNT -55.0 -117.4 
(Change in net international 
reserve position; increase is 
minus sign) 


A. Central Bank Official -41.0 
Reserves 

B. Other Central Bank -22.0 
Assets, Net 

C. Commercial Banks and 8.0 
Others 





FISCAL POLICY 


GOCR fiscal policy in 1984 remained essentially unchanged from 

1983. Objectives are to control and narrow the public sector 
deficit through increased revenues rather than by expenditure 
reduction, and to swing away from export taxes toward indirect taxes 
such as sale and consumer taxes. This policy also helped meet 
balance-of-payments objectives by constraining consumer demand for 
imported goods. 


1984 current revenues are estimated at 27.3 billion colones ($613 
million), up 6 billion colones from 1983 figures, but about 

10 percent less than originally projected. The majority of the 

29 percent increase was obtained from tax revenues, which generated 
approximately 24.4 billion colones ($547.9 million). The largest tax 
revenue source was the sales tax at 5.7 billion colones, 

($128 million) up 27 percent over 1983 figures, which in turn had 
previously risen 196 percent over comparable 1982 figures. The 
consumer tax, which rose 43 percent over 1983, was the second 
largest revenue earner at 4.6 billion colones ($103 million), 
followed by the income tax at 4.5 billion colones ($101 million), 
which actually was about 4 percent less than the 4.7 billion colones 
collected in 1983. Import taxes zoomed for a second straight year, 
with revenue increasing from 1.7 billion colones ($38.2 million) to 
approximately 4.25 billion colones ($95.4 million), a 148 percent 
increase. Export taxes fell an estimated 973 million colones 

($219 million) to 4 billion colones ($89.2 million). Non-tax 


income, consisting essentially of transfers from the decentralized, 
autonomous government sector, also increased approximately 
140 percent to 2.7 billion colones (approximately $60.6 million). 


Total 1984 GOCR expenditures are estimated at 32 billion colones 
($718.6 million), up about 16 percentage figures. Wages and 
salaries rose by 1.4 billion colones ($31.4 million) to 1U.2 billion 
colones ($229 million). Simultaneously, interest payments on both 
internal and external debt increased over 28 percent to nearly 4 
billion colones ($89.2 million) and transfers to the remaining 
public sector were reduced. A major increase (45 percent) in 
capital expenditures occurred last year, as the GOCR undertook 
Significant investment in infrastructure. Expenditures for 
construction of public buildings, roads and ports jumped an 
estimated 51 percent to 4.16 billion colones ($93.4 million), up 

1.4 billion ($31.4 million) over 1983. Amortization of debt also 
jumped to 2.8 billion colones last year ($629 million), up 

144 percent over 1983. ‘The financial deficit of the Costa Rican 
central government, i.e., current income minus total expenditures, 
actually decreased in 1984 some 1.9 billion colones ($42.7 million) 
to 4.7 billion colones ($105.5 million). The deficit, about 3.1 
percent of GDP, was financed with near egual amounts of internal and 
external borrowing, as external sources supplied 2.5 billion colones 
($56.1 million), a 33 percent increase, while internal financing 
dropped 53 percent to 2.2 billion colones ($49.4 million). GOCR 
fiscal policy in 1985 will continue the general trend first noted in 





1983, with the rate of increases in expenditures outpaced by the 
increase in revenues collected. Central government expenditures are 
projected to increase about 15 percent to 37 billion colones ($694 
million), while receipts are estimated at 34 billion colones ($639.5 
Million). Substantial increases are expected for import, sales, 
selective consumer, and income taxes while export taxes, non-tax 
revenues and transfers are expected to decrease. The IMF program 


has stipulated that the budget deficit cannot exceed 1.5 percent of 
GDP. 


MONETARY POLICY 


Following a period of strong monetary expansion from late 1983 
through the first part of 1984, a subsequent contraction during the 
latter half of the year yielded moderate annual growth in the money 
supply, with total liquidity (money and guasi-money) increasing just 
8.7 percent to $1.25 billion in 1984, following a 35 percent 
increase in 1983. Currency and demand deposits increased 16 percent 
to $586 million during 1984, while quasi-money increased only 

3 percent to $671 million. Available figures show total domestic 
credit growth slowed to just 7.7 percent in 1984, following an 

88 percent jump in 1983. Total public sector credit actually 
decreased 5.4 percent in 1984, principally due to a 9.5 percent drop 
in credit to the autonomous, decentralized public sector. The 
increase in credit to the central government was less than one 
percent. Credit to the private sector grew by 19 percent to 734 
Million dollars in 1984 as compared with a 52 percent expansion in 
1983. This level was only slightly above the 15.7 percent expansion 
Originally anticipated. Credit indicators for the state commercial 
banks were changed somewhat for 1984, as ceilings were established 
on credit balances rather than on new loans. To allow for further 
flexibility, the banks also consolidated credit categories into a 
few broad areas: agriculture, livestock, fishing, industry and 
export promotion. The 1984 credit allocation program showed a shift 
in emphasis towards export promotion as available credit to finance 
exports increased about 417 percent to 40 million dollars. 
Agriculture and livestock continued to receive about half of 
available credit. Credit allocated to the industrial sector 
decreased an estimated 2 percent to 123 million dollars. 


Following a January reduction in interest rates, the Central Bank in 
late October 1984 raised the passive basic rate two points to 20 
percent, The passive basic rate is the reference rate on which most 
other deposit and loan rates are based. Banking system lending 
rates and commission charges range from a low 8 percent and no 
commission for forestry activities to 12 percent plus 3 percent 
commission for small agriculture to 23.5 percent and no commission 
for agribusiness, industry and coffee, sugar and rice 

manufacturing. Loans for other economic activities are made at 

26 percent. State commercial banks, private banks and finance 
companies are allowed to charge up to three points over the 
established Central Bank rates. 





The Central Bank will continue to control the money supply during 
1985. Although projections have not been made for all categories, 
it appears that currency and demand deposits are expected to grow 
only about 3 percent during the year, while credit to the private 
sector will incrvase about 16 percent in 1985. 


MONEY & CREDIT 


(In millions of colones) 
(December 31, 1984) 


82/83 83/84 


% % 
1982 1983 1984 Increase Increase 


Total Liguidity 38,132 51,472 55,958 35.0 8.7 


M, (Currency 16,961 22,481 26,093 32«3 16.1 
demand & deposits) 


Quasi-money 21,171 28,991 29,865 36.9 3.0 
(Time & Savings 
Deposits) 


Total Domestic 27,468 51,549 55,497 Biat 
Public Sector Net 9,374 24,000(A) 22, 105 156.0 
Central Government 6,143 9,626(A) 9,702 56.7 


Rest of Public Seadan idgaTaCh) 13,003 344.9 
Sector 


Private Sector 18,094 27,549 32,729 52.3 


(A) Reflects the effect of the rescheduling of public sector 
external debt assumed by Central Bank. 


Source: Central Bank of Costa Rica 


INFLATION, UNEMPLOYMENT & WAGES 


Inflation, as measured by the consumer price index (CPI) on a 
December to December basis, registered at 17 percent in 1984, 
while the wholesale price index (WPI) rose only 12 percent in the 
same period. Moderate inflation similar to 1984 levels is 
expected for 1985, with CPI and WPI increases anticipated at 16 
percent and 12 percent, respectively. Actual price increases to 
date remain close to those estimates. 





ll 


Open unemployment dropped from 9 percent in 1983 to 7.8 percent 
in 1984, with an estimated 64,900 persons out of work in March 
1984, It is estimated that an additional 9 percent were 
underemployed. Preliminary information for 1985 show 
unemployment figures of about 6 percent through March. 


The average monthly wage for both the private and public sectors 
was raised in 1984, up approximately 25 percent and 21 percent, 
respectively. Wage increases for the central government, 
however, rose 14 percent, only a 2 percent increase in real 
terms. The 1984 wage increases continued the trend of real wage 
increase begun in 1983, reversing a 3-year decline. The GOCR has 
indicated that it intends to adjust 1985 salaries on an annual 
versus semiannual basis, and to peg increases to the absolute 
rise in the basic market basket. 


FOREIGN EXCHANGE 


Several adjustments of the foreign exchange rate were made in 
1984, as the Central Bank pursued a policy of numerous, small 
devaluations designed to maintain price competitivity for exports 
without accelerating domestic inflation. Following a slight 
revaluation of the free market colon rate in 1983, the colon was 
devalued 10 percent on an annual basis, in 1984, in five separate 
devaluations, and closed 1984 with a C48:$1 exchange rate. The 
1984 Central Bank policy of frequent mini-devaluations has been 
continued in 1985. Through June, the Central Bank has devalued 
the colon 5.4 percent to C50.60:$1 in eight separate 

adjustments. The GOCR has announced its intention to bring the 
exchange rate to approximately C53:$1 by year's end, for a 10 
percent cumulative devaluation. 


EXTERNAL FINANCE AND DEBT 


The external financial situation remained crucial to the GOCK's 
economic stabilization policy in 1984 and reguired simultaneous 
complex negotiations with the IMF, the World Bank, US AID and the 
commercial banks. Despite the successful conclusion of the $100 
million standby program with the IMF in 1983, GOCR - IMF 
agreement on the parameters of the follow-on program could not be 
reached during 1984. Approval of the program was withheld 
pending initiation of several prior actions by the GOCR. The 
absence of the standby program and other expected financial 
resources left Costa Rica with an unanticipated shortage of 
foreign exchange, relieved only by sparing disbursements by US 
AID and a bridge loan from Mexico. The GOCR, however, did strive 
to adhere to the draft letter of intent in the interim and in 
general terms, was near compliance with the guantitative program 
targets. A revised letter of intent was submitted in January 
1985 and a $56 million standby program was finally agreed upon in 
March 1985, based principally on the original March 1984 document. 
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The program seeks to accomplish, among other items, the following: 


- Reduce the non-financial public sector deficit to 1.5 percent 
of GDP in 1985, compared with 2.5 percent in 1984. Central 
government revenues are to rise 2.5 percent to 20.5 percent of 
GDP, while expenditures are to be restrained, principally through 
a hiring freeze, a slowing of salary hikes and a reduction in 
transfers to the rest of the government. 


- Limit short and medium term borrowing (1-12 year maturity) to 
a total $50 million, with short-term borrowing (1-5 year 
Maturity) at $25 million. 


- Maintain a flexible exchange rate policy that incorporates 
domestic and international price changes and possible arrears in 
international transactions. 


- Maintain a flexible interest rate policy that incorporates 
domestic inflation, private sector credit demand and 
international interest rates in order to insure real positive 
interest rates necessary for reactivation of private sector 
production. 


Another major overlapping initiative in 1984 saw the GOCR pursue 
a structural adjustment loan (SAL) with the World Bank. Key 
elements in the program include a tariff reform aimed at reducing 


the levels of effective protection afforded to industrial 
activities as a means of improving the allocation of economic 
resources and the competitiveness of Costa Rican goods in world 
markets and a reform of the policies of the National Production 
Council, mainly in regard to support prices and subsidies to 
agriculture with the intention of reducing its financial deficits 
by 50 percent per year in 1985 and ensuing years. Both 
initiatives are subject to legislative approval. 


GOCR efforts to reschedule bilateral and commercial debt were 
continued in 1984 and 1985. Following on the 1983 Paris Club 
rescheduling, the Club met again in April 1985, and the 15 
creditor nations agreed to restructure the approximately $281 
Million debt ($90 million in arrears, $67 million due in 1985 and 
$124 million due in 1986). Following completion of these 
negotiations, the GOCR was able to renegotiate $1.3 billion in 
commercial bank debt and obtain a $75 million trade financing 
facility from the banks, which made continued financing 
conditional upon successful compliance with the programs 
established with US AID, the IMF and the World Bank. 
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As in previous years, the GOCR found itself being simultaneously 
both debtor and creditor, as the debt owed Costa Rica by other 
Central American nations continued to grow. This debt grew from 
$195 million in 1983 to $255 million in July, 1984 to $317 
million in June, 1985. At mid-1985, Costa Rica was owed $29 
million by El Salvador, $30 million by Honduras, $60 million by 
Guatemala and $198 million by Nicaragua. Chronic inability to 
establish a viable repayment schedule has forced the GOCR to 
limit trade with Central America to a dollar for dollar basis. 


TRADE AND INVESTMENT: IMPLICATIONS FOR U.S. BUSINESSMEN 


CARIBBEAN BASIN INITIATIVE (CBI): The United States recently 
created an unprecedented program of trade and economic assistance 
for the Caribbean region called the Caribbean Basin Initiative 
(CBI). The CBI seeks to spur economic revitalization and 
expanded private sector opportunities in the region, primarily 
via a one-way free trade area which allows duty-free access to 
the U.S. market for the majority of Caribbean basin products for 
a l2-year period. This duty-free access almost automatically 
gives comparative advantages to the beneficiary nations for 
producing various products in several areas, especially 
agroindustry, assembly and light manufacturing. It is expected 
that the CBI will also generate opportunities for direct 
investment by U.S. firms for joint ventures, subcontract 
manufacturing and licensing. 


Costa Rica was designated as a CBI beneficiary nation in December 
1983, and in that short period the CBI program has contributed to 
a significant increase in trade. Costa Rican exports in 1984 to 
the United States are estimated at $472.5 million, up 22 percent 
over 1983, while imports of U.S. goods grew an estimated ll 
percent to approximately $421.7 million. First quarter 
Statistics for 1985 show Costa Rican exports to the United States 
at $135 million, up 3.8 percent over comparable 1984 data. 


TRADE: EXPORTING TO COSTA RICA: Costa Rica maintains a trading 
regime which does not unduly restrict U.S. exports. U.S. products 
have consistently accounted for over one-third of total Costa 
Rican imports. In the past, the high common external tariff of 
the Central American Common Market (CACM) has served as a 
deterrent to some imports, especially finished consumer goods. 
The CACM is in the process of tariff reform, which should 
facilitate access of more U.S. goods to Costa Rican markets. 
Product categories offering the best potential for export sales 
to Costa Rica include equipment and machinery for food processing 
and packaging, metal working, agriculture, health and medicines. 
Sales prospects in these categories should remain good as long as 
eguipment remains generally price-competitive and financing terms 
Match or are similar to those of foreign competition. Further 
specific information regarding exporting to Costa Rica is 


contained in the publication, Overseas Business Report: 
Marketing in Costa Rica. 





INVESTMENT CLIMATE 


Despite on-going economic problems which will reguire further 
adjustments in economic policy in general, and investment policy 
in particular, Costa Rica continues to offer one of the better 
investment climates in the Caribbean basin. Costa Rica has the 
most stable and enduring democracy in Latin America and, in 
general, maintains a friendly attitude towards foreign 
investment. The country possesses a well-educated, easily 
trainable labor force, and enjoys a well-developed infrastructure 
of communications, electricity and transportation. Costa Rica 
has two major airports and five seaports allowing easy access to 
international markets, as well as extensive road and rail systems 
facilitating internal transportation. 


The GOCR attitude towards foreign investments in large measure 
has been positive and both the public and private sectors 
recognize that increased foreign investment is necessary for 
increased exports and employment. The Costa Rican constitution 
guarantees foreign investors the same legal rights as Costa Rican 
citizens, except for participation in political affairs. 
Foreigners may legally own equity in Costa Rican companies, and 
may invest in all areas not expressly reserved for state or 
parastatal entities. United States corporations may be organized 
legally in several ways, including organization as a branch, as a 
joint venture or wholly foreign-owned subsidiary, and as an 
incorporated company. 


There are no restrictions on repatriation of profits, no 
discriminatory import policies or license requirements, nor joint 
venture regulations that might represent barriers to direct 
foreign investment in Costa Rica, although the Central Bank under 
its foreign capital registry regulation will approve the capital 
registry of only those investments which exceed $50,000 dollars 
and have a favorable effect on the balance of payments. In 
practice, any bona fide export-oriented investment is welcome. 


The present administration has placed considerable emphasis on 
enhancing the export and investment climate. The government has 
created a cabinet level program for investinent and export 
promotion which seeks to coordinate government-wide efforts in 
the foreign investment area. The GOCR has recently opened 
itsfirst U.S. trade and investment promotion office in Atlanta 
and has plans to open another in New York in the near future, in 
cooperation with the private sector Costa Rican Coalition for 
Development Initiatives (CINDE) and the Irish Industrial 
Development Authority. The GOCR has also formally launched the 
National Investment Council, representing both the public and 
private sectors which will approve export and investment 
incentives. Likewise, the government is contemplating 
legislation to allow greater participation by the private sector 
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in mineral and petroleum exploration and extraction. Of 
particular interest is the hydrocarbons law, the first of its 
kind in Costa Rica, which allow private sector participation for 
the first time in all phases of the productive process, although 
the state would continue to partially or wholly own hydrocarbon 
deposits. 


The United States and Costa Rica are in the final stages of 
preparing a bilateral investment treaty (BIT), which is designed 
to protect the legitimate rights of U.S. investors in Costa Rica 
and provide for due process in the settlement of investment 
disputes. 


Although no detailed information on either total foreign 
investment or U.S. investment exists at the present time, Embassy 
estimates have placed the value of U.S. investments at 
approximately $600 million. American investors in Costa Rica are 
eligible to apply for U.S. Government Overseas Private Investment 
Corporation (OPIC) insurance against expropriation, war, 
revolution, and insurrection, provided that the investment meets 
statutory and policy criteria applicable to the proposed 
investment. As of mid-1984, OPIC insurance coverage in all 
categories totaled approximately $108 million. American 
investors should contact OPIC (address and phone number in the 
appendix) directly for information on eligibility for this 
insurance. 


OPIC has introduced a new computerized Opportunity Bank which 
seeks to identify and match potential foreign investment projects 
with U.S. investors seeking investment opportunities abroad. The 
Costa Rican Center for Export and Investment Promotion (CENPRO) 
has furnished OPIC with approximately 100 potential investment 
projects for inclusion in the Opportunity Bank. Further 
information regarding the Opportunity Bank as well as OPIC 
programs in project financing and feasibility studies can be 
directed to either OPIC or the Embassy. As noted above, any 
bonafide investment is encouraged in Costa Rica. Investments in 
rural property, particularly for agroindustrial ventures, by 
foreign nationals and corporations are permitted. However, 
because of the lengthy legal processes which can be involved in 
dislodging squatters once they have become established, and the 
extremely limited security resources at the disposal of the 
government to police isolated rural areas, investment in rural 
land should be limited to circumstances where the investor 
intends to actively develop the farms. Absentee land investments 
for speculative purposes, or investments through land developers 
not well known to the investor, are not recommended. 





The GOCR, in association with the private sector Costa Rican 
Coalition for Development Initiatives (CINDE), has begun to 
identify investment areas which hold special interest for Costa 
Rica. The GOCR is particularly interested in agroindustry, 
specialty agriculture (flowers, ornamental plants, spices, 
jojoba, etc.), food processing, light assembly operations, 
especially textiles and electronics under "drawback" 
arrangements, and other labor intensive activities. 


The Center for Export and Investment Promotion (CENPRO) has begun 
a Joint Venture Trade Mart, similar to the OPIC investment 
opportunity bank outlined above, which lists Costa Rican firms 
seeking foreign capital, technology, management, and/or 
marketing. Based on this list, it appears that several 
opportunities exist for investment in electronics, wood and 
leather products, chemicals (including pharmaceuticals and 
plastics) and metal fabrication. Additional information 
regarding investments in Costa Rica can be obtained from the U.S. 


Embassy publication “Investment Climate Statement: Costa 
Riva." 


FOR FURTHER INFORMATION 


Costa Rican Investment and Trade Promotion Center 
Ricardo Solera 

Regional Manager 

235 Peachtree Street, Suite 1617 

Atlanta, Georgia 30303 

Telephone: (404) 223-5708 


Programa de Exportaciones de la Presidencia 
(Program for Export Promotion) 


Apdo. 96 

San Pedro de Montes de Oca 

San Jose 

Minister Rodolfo Quiros 

Minor Vargas, Director, Export Free Zones 


Banco Central de Costa Rica 

(Central Bank) 

Apdo. 10.058 

1000 San Jose 

Dr. Eduardo Lizano, President 

Rodrigo Bolanos, Manager 

Lic. Otto Kikut, Exchange and Investment Policy 


Centro de Promocion de Exportaciones e Inversiones (CENPRO) 
(Center for Export and Investment Promotion) 

Apdo. 5418 

1000 San Jose 


Muni Figueres de Jimenez, Executive Director 





17 


Camara de Representantes de Casas Extranjeras (CRECEX) 
(Chamber of Representatives of Foreign Firne) 

Apdo. 3738 

1000 San Jose 


Luis Carrillo, President 
Robert Quiros, Executive Director 


Costa Rica's law stipulates that foreign companies must have a 
local representative in order to sell products in Costa Rica. An 
Agent/Distributor Service request may be made through CKECEX, 

or through your local U.S. Department of Commerce District Office. 


Costa Rican Coalition for Development Initiatives (CINDE) 
Apdo. 6807 


1000 San Jose 
Fernando Naranjo, President 


As association of private sector leaders, CINDE was formed in 
later 1982 to support private sector production initiatives, 
promote more appropriate private sector development and foreign 
trade and investment policy positions from the GOCR, and to 
support United States and Costa Rican private voluntary 
organizations working on CBI development projects. 


Costa Rican-American Chamber of Commerce 
Apdo. 4946 

1000 San Jose 

Federico Golcher, President 

Frieda Martin, Executive Director 
Telephone: 011-(506) 33-21-33 


Overseas Private Investment Corporation 
(OPIC) 


1615 M Street, N.W. 
Washington, D.C. 20527 
Telephone: (202) 457-7200 


U.S. Department of Commerce 
Caribbean Basin Division 
Rm. 3029-A 

Washington, D.C. 20230 
Telephone: (202) 377-2527 


American Embassy 
APO Miami, FL 34020 


Bonnie Lincoln, Economic Counselor 
Peter Alois, Commercial Attache 
Telphone: 011-(506) 33-11-55 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (oBr’s) 
BLINDFOLD ED? bring you detailed infarmation on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 


good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is$___——S——«dO check, Tot oh satis 
C money order, or charge to my otal charges $__ Fill in the boxes below. 


Deposit Account No. Credit 


ae 7 COCO 


Expiration Date 
Order No. 


Month/Year L111] 


Enter my subscription to: (] Overseas Business Reports $26 per year ($32.50 overseas) For Office Use Only 
0) Foreign Economic Trends at $70 ($87.50 overseas) Quantity 


Charges 





Company Name Enclosed 
| To be mailed 
eT s Name—First Last Subscriptions 
Postage 
Street address 
r | r oy | Foreign handling 
| MMOB 
OPNR 


City State ZIP Code 


(or Country) UPNS 
| 


List tj dod Discount 
PLEASE PRINT OR TYPE 


Retund 





The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
|), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Onl 
Enclosed is $ CL check, mee 


LJ money order, or charge to my VISA® | Total charges S_______ Fill in the boxes below 
Deposit Account No. | Credit ; 
Tok eto nh Tee Or ete 


| Card No | RE a 
n= Expiration Date _ 
Order ia 8: ae Month/Year ieee 


| | 





Please send ___ sets of Foreign Direct Investment PRE aeiien: 

in the United States: Completed Transactions, 1974-1983 For Office Use ne | 
at $23.00 per set. S/N 003-009-00458-6. niet | 
Name—First, Last Enclosed 


| eee ee ee ee | | To be mailed 
Renenst 1 L Be ae |_| 
Company name or additional address line = Subscriptions 


Pelee PRC t dee he cab hb) Postage 


| Foreign handling 





Street address. | . 
SS SO ae Ne a ee 
ZIP Code 


| | | | | | 


City Bed 


ee ee be 
(or Country) 

be deb eet PL a | 
PLEASE PRINT OR TYPE 











